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During most of 1950 real estate activity continued 
REAL ESTATE ACTIVITY the strong recovery that started in the middle of 

1949. It reached a peak, for the year, in August, 
when it rose to 47 points above the long-term computed normal. Since then, it has 
gone down, then up, then down again, and in November stood at 45.5 points above 
normal. 


As we all know, the new credit regulations will have less effect on real estate 
activity than on new construction, and this effect will still not be fully felt for sev- 
eral months. 


There is no reason to be unduly optimistic over the future course of real estate 
activity. It will continue to be good, but not so good as in the immediate past. The 
requirements of defense production will not result in much shuffling around of fami- 
lies, especially in its early stages. For the most part, people will stay put. Credit 
restrictions are also certain to make substantial reductions in real estate sales. 
Furthermore, an enormous number of families have been removed from the market 
by the very fact that they have already acquired new homes 





On the other hand, real estate activity is not going to collapse suddenly. We 
have thought for some time that 1951 will be a good year, well above average. In- 
comes are higher than ever before and even after stiff tax increases they will be 
high enough to sustain fairly brisk trade in the real estate business. Moreover, 
the marriage rate is on the upgrade once again, and these newly-formed families 
are going to have to be housed. 





We are now preparing our forecasts for 1951, to be sent out right after the first 
of the year. This bulletin will contain detailed analyses of the present situation 
with our estimates of the probable trends during the year 


Mortgage activity has followed pretty much the 
REAL ESTATE trend of real estate activity. In other words, both 
MORTGAGE ACTIVITY indexes have been climbing sharply during most of 

1950. As a matter of fact, mortgage activity 
reached a postwar peak during July and August, when the index rose to 213.1 points. 
This was the highest level it has reached since early 1929 (when a great deal of 
the activity was in second and third mortgages). 


We feel that since the same forces activate both the mortgage business and the 
(cont. on page 601) 
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(cont. from page 599) 
real estate business, they will continue to follow roughly the same course. Naturally, 
a more detailed discussion of the mortgage outlook for 1951 will appear in our fore- 
cast issue, but speaking generally, we expect the mortgage business to be pretty 
good during the coming year. 


In a few days we will send you a copy of our new booklet on Regulation X and 
its companion regulations. This booklet is a “plain English” version of Regulation X 
and explains the major differences between “X” and the FHA-VA regulations. 


Residential construction volume in November 
RESIDENTIAL slumped below that of November 1949. However, 
CONSTRUCTION last month was the second highest November in the 

country’s history. The total of 85,000 starts for 
the month has been exceeded only by the 95, 500 starts in November 1949. 


So far, residential starts total 1, 295, 000 for this year. This is 37% ahead of | 
the 946, 800 reached during the first eleven months of 1949. The possibility has 
grown stronger that defense housing will take up some of the slack to be caused by 
credit restrictions. Actual plans are still being hashed over and no definite amount 
has been set. It certainly seems, however, that the needs will not be nearly so 
great as they were in 1940. 


Another unrestricted field that some residential builders might be able to move 
into is the building of cooperative units under FHA’s Section 213. These non-profit 
apartments are still considered rental housing and as such are free of the new credit 
restrictions (although for how long is anybody’s guess). Under this Section, 95% 
loans at a 4% rate are still possible. The maturity period may be as long as 40 
years. One-family houses can be built under this section, provided they are built 
in groups of five or more and provided they are built and sold cooperatively. In 
this instance the down payment is higher but the loan can be amortized over a 40- 
year period. 


Most authorities expect continued high activity in industrial construction as many 
businesses begin expansion as a result of defense orders. 


The new credit restrictions and those rumored (on rental housing) are going to 
darken the builder ’s future considerably. However, there will be some compensa- 
tion. There will be some increase in industrial building and there certainly will 
be some defense housing put under construction. The small builders will be hurt 
most and their best possible chance to continue operation is to get out of specula- 
tive building and build only to contract. 


The New York State College of Agriculture has just published an estimate of the 
amount of metal used in constructing a small (18, 000 to 20, 000 cubic feet) frame 
house. Naturally, this amount will vary from one part of the country to another, 
but they seem to feel that a fair average would be about five tons per house. Thus, 
in cutting housing volume from 1, 400, 000 starts to 800, 000, the new credit restric- 
tions will “save” somewhere in the neighborhood of three million tons of metal. 
Most of this will be iron and steel used in plumbing and heating systems. 

(cont. on page 606) 














ALTERATIONS AND REPAIRS 


IN ALL URBAN AREAS 





ALTERATIONS AND REPAIRS 


HE chart above shows the dollar value and the es- the reimposition of Regulation W. Although alterations 
und repairs amounting to $2, 500 or less are exempt from 


timated physical volume of alterations and repairs and 
the present. The line he credit restrictions of Regulation X, they do fall under 
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INCREASES IN BUILDING COSTS SINCE 1939 
(SAINT LOUB) 
December 1950 


SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23, 100 cubic feet 

1, 520 square feet 

Cost 1939: $ 6,400 

(27. 7 per cubic foot; $ 4.21 per square foot) 
Cost today: $15, 841 

(68. 6¢ per cubic foot; $10.42 per square foot) 
INCREASE OVER 1939 = 148% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1, 165 square feet 

Cost 1939: $ 5, 440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $14, 123 

(56. 7¢ per cubic foot; $12.12 per square foot) 
INCREASE OVER 1939 = 160% 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1, 650 square feet 

Cost 1939: $ 5, 671 

(23. 4¢ per cubic foot; $3.44 per square foot) 
Cost today: $15, 263 

(62. 8¢ per cubic foot; $9.25 per square foot) 
INCREASE OVER 1939 = 169% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3,117 

(25. 6 per cubic foot; $3.14 per square foot) 
Cost today: $8, 227 

(67.9 per cubic foot; $8.29 per square foot) 
INCREASE OVER 1939 = 164% 





*Costs include full basement. 
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(cont. from page 601) 

The information on page 605 shows the increases 
RESIDENTIAL CON- in construction costs of our four standard houses 
STRUCTION COSTS since 1939. They are now at anall-time peak. Un- 

less we get more inflation than now seems probable, 
we think that construction costs will decline somewhat during the coming months. 
We do not expect any drastic declines, however, and anyone waiting for lower pric- 
es before buying a house will probably wait a long time before worth while savings 
can be achieved. 
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